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This paper focuses on the forecasting of inflation out-of sample in China using
Bayesian Model Averaging(BMA) method. The general framework model is a simple
linear regression model using a large set of potential indicators, comprising some 28
monthly time series covering a wide spectrum of Chinese economic activity. I will use
the MC3 method to choose the model which can best forecast inflation. The results
show that the BMA method do better than the Philips curve model, term structure
model, the AR model and the model using principal component analysis.
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